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Economic Situation in South Africa 


On December 8, the Prime Minister of the Union of 
South Africa announced government measures to stem 
the decline in South Africa’s gold and foreign exchange 
reserves. The introduction of “a measure of caution” in 
giving import permits for 1961 had already been inti- 
mated (see this News Survey, Vol. XII, p. 600), but 
the Prime Minister said that this could only be a tem- 
porary measure and must be supplemented in order to 
bring about a lasting improvement in the balance of 
payments. International transactions on current account 
during the first ten months of 1960 showed a favorable 
balance, but there had been a strong net outflow of 
capital. Economic activity in South Africa had revived 
toward the middle of 1959 and during 1960, after a 
comparative absence of expansion in 1957 and 1958, 
but productive capacity was still not fully utilized. While 
a moderate increase in economic activity could be ex- 
pected in 1961, a much more rapid rate of expansion 
was justified by the productive resources of the country 
and was needed to implement the Government’s policy 
of increasing as rapidly as possible the standard of living 
of the lower income groups of the population. Govern- 
ment policy would be directed to this end and to the 
improvement of the capital account of the balance of 
payments. 

First, a larger domestic market was desirable; the 
raising of the purchasing power of lower paid employees 
and the effective protection of local industries would be 
important means of attaining this expansion. Second, 
the Government would seek to extend the productive 
capacity of the public sector by means of a high and 
steady rate of investment. Public expenditure would be 
carefully planned and local producers would be given 
the opportunity of supplying the equipment required. 
Third, budgetary policy would aim at stimulating devel- 
opment by private capital formation. Fourth, domestic 
savings would be encouraged, to avert a serious short- 
age of capital for new development, which might arise 
from the repatriation of South African shares from 
abroad. In addition, foreign investors would continue 
to be encouraged to participate in new development, 
either by locating subsidiary enterprises in the Union 
or by participating with South African investors in the 


local establishment of new enterprises. Finally, it was 
expected that local factories, by expanding their domes- 
tic sales, would be able to reduce their unit costs, and 
that this would make possible an increase in exports, 
particularly in view of the recent intensive promotion 
of Union exports by the appointment of additional 
trade representatives abroad and by the Government’s 
plan to send three special trade missions overseas 
in 1961 

With regard to the outflow of capital, the Prime 
Minister said that, inasmuch as this was due to the 
fact that foreign investors had less faith in the general 
future of South Africa than had domestic investors, and 
insofar as this lack of faith was due to ignorance of the 
positive aspects of the Government’s race policy, he 
would in 1961 personally endeavor to bring about a 
better understanding in Europe of the special position 
of the Union. 

Data published recently by the South African Reserve 
Bank show that there was a trade deficit of £SA 100 mil- 
lion in the first nine months of 1960, compared with a 
deficit of £SA 58 million in January-September 1959. 
As a result, despite an increase in gold output from 
£SA 185 million in the first nine months of 1959 to 
£SA 199 million in the corresponding period of 1960, 
the balance of payments surplus on current account fell 
from £SA 44 million to £SA 6 million in January- 
September 1960. On capital account, there was a net 
outflow of private capital amounting to £SA 81 million 
in January-September 1960, compared with a net out- 
flow of £SA 20 million in the same period of 1959. 
The gold and foreign exchange reserves of the Reserve 
Bank decreased by £SA 55 million in the first nine 
months of 1960, to £SA 96 million at the end of 
September. The latest figure (for January 6, 1961) 
shows that the have declined 
{SA 85 million. 

Sources: South African Information Service, Press 
Statement by the Prime Minister, December 8, 
1960, and South African Reserve Bank, 
Quarterly Bulletin of Statistics, December 
1960, Pretoria, South Africa; The Financial 
Times, London, England, January 13, 1961. 


reserves further, to 


International Tax Comparisons 


The First National City Bank of New York, in its 
Monthly Letter for January 1961, discusses the scope 


for possible changes in the U.S. tax structure, making 
comparisons with the systems of other countries. The 
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taxes discussed relate to those levied by the central 
governments only, omitting those imposed by state or 
local governments, which affects the comparisons in a 
number of important instances. 

Corporations in Western Europe are allowed a faster 
write-off of new investment than that permitted by the 
U.S. tax system. Some European countries permit the 
revaluation of assets, and consequently of depreciation 
allowances, in recognition of the higher replacement 
costs resulting from price increases. Other countries 
grant investment allowances in excess of the historical 
cost of equipment. In general, the acceleration of depre- 
ciation by special allowances is common practice; some 
of these special provisions permit deductions in the year 
of investment which approach half the cost. 

The methods of taxing corporate profits and divi- 
dends vary radically from one country to another, but 
some form of double taxation is common. Generally, in 
countries where the tax paid by corporations is high, 
a large part is in effect construed as a tax on the share- 
holder withheld by the corporation. While the indi- 
vidual, on his personal income tax return, may be 
required to report a sum larger than that actually 
received, he is granted a substantial credit for the 
corporate tax paid. In the United States, a 4 per cent 
credit is granted to shareholders on dividends received; 
in the United Kingdom, recipients are credited with 
38% per cent standard tax already paid by the corpo- 
ration. In continental Europe, the relief to shareholders 
varies from 30 per cent in Belgium to 15 per cent in the 
Netherlands; in Sweden, Norway, and Australia they 


Europe 


U.K. Balance of Payments 

Provisional estimates suggest that in the third quarter 
of 1960 the external monetary position of the United 
Kingdom deteriorated by £75 million. The gold and 
convertible currency reserves rose by £77 million, but 
there was an increase of £72 million in overseas sterling 
holdings together with a deterioration of £80 million in 
other monetary movements. The rise in overseas sterling 
holdings was the net result of an increase of £226 mil- 
lion in the holdings of non-sterling countries (see this 
News Survey, Vol. XII, p. 595), a fall of £57 million in 
those of nonterritorial organizations, and a fall of 
£97 million in the holdings of countries in the rest of 
the sterling area. 


The estimates show a deficit of £133 million in visible 
trade in the third quarter, compared with a deficit of 
£41 million in the third quarter of 1959. Exports were 
£23 million larger, but imports rose by £115 million. 
The net credit on invisibles, £32 million, was £52 million 
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receive no credit. The maximum rates paid and with- 
held by corporations also vary a great deal between 
countries: France has among the highest with 62 per 
cent; the Netherlands, the United States, the United 
Kingdom, Japan, and Canada have roughly the same 
maximum rates, between 50 per cent and 55 per cent; 
Norway, the Union of South Africa, and Italy have 
rates ranging between 20 per cent and 30 per cent. 

On undistributed corporate profits, the highest maxi- 
mum tax rate, a little over 50 per cent, is in effect in 
the United States, the United Kingdom, the Federal 
Republic of Germany, and France. Many other coun- 
tries, including Canada, the Netherlands, Japan, Bel- 
gium, Australia, and Sweden, have maximum rates 
between 40 per cent and 50 per cent. Italy and the 
Union of South Africa have maximum rates of 20 per 
cent to 25 per cent, and Switzerland has one of the 
lowest rates—8 per cent. 

The Letter observes that U.S. progressive tax rates 
on personal income are particularly heavy. An individual 
with a personal income of $16,000 pays about 50 per 
cent in personal taxes; the maximum marginal rate is 
91 per cent, on personal incomes exceeding $200,000. 
The maximum marginal rate on personal income in the 
United Kingdom is about 89 per cent. The rate in 
Canada, Ireland, France, the Netherlands, and Japan 
ranges between 70 per cent and 80 per cent, and in 
Australia, Belgium, Sweden, Greece, and Austria the 
range is between 60 per cent and 66%4 per cent. 
Source: The First National City Bank of New York, 

Monthly Letter on Business and Economic 
Conditions, New York, N.Y., January 1961. 


less than in the corresponding quarter of 1959: govern- 
ment net expenditure on invisible account was £14 mil- 
lion greater and the surplus on other invisibles fell 
by £38 million. There was a deficit in the third quarter 
of £101 million on the identified current account (vis- 
ible transactions and invisibles combined), compared 
with a surplus of £43 million a year earlier. 
Government and official lending abroad totaled 
£15 million net, about the same as in the third quarter 
of 1959. The net figure for other long-term capital 
changes cannot yet be estimated, but the residual 
figure for this component and the balancing item, taken 
together, was a net credit of £41 million, compared with 
a net debit of £44 million in the third quarter of 1959. 
Sources: U.K. Treasury, Press Release, December 14, 
1960, and The Times, December 15, 1960, 
London, England. 


Investment in the United Kingdom 

Provisional estimates by the U.K. Board of Trade for 
the third quarter of 1960 show that fixed investment by 
industry rose strongly but that stockbuilding, previously 
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proceeding at a high rate (see this News Survey, 
Vol. XII, p. 587), appeared to be slowing down. Stocks 
held by manufacturers and distributors are estimated 
to have increased by £136 million (at 1954 prices); 
allowing for seasonal factors, this was slightly less than 
the increase in the second quarter. About half of the 
increase in the volume of stocks in the third quarter 
was attributable to materials and fuel, mainly in the 
engineering, textile, and timber industries. A further 
one third of the increase was in stocks of finished goods, 


especially in the iron and steel and motor vehicle 
industries. 


Fixed investment in the third quarter was 33 per cent 
above the same period of 1959; the corresponding 
increase in the second quarter was 17 per cent and in 
the first quarter, 12 per cent. After allowing for seasonal 
variations, fixed investment by manufacturing industry 
was 14 per cent more than in the second quarter 
of 1960. The vehicle, iron and steel, and textile indus- 
tries accounted for the largest part of the increase in 
factory building; the vehicle and iron and steel com- 
panies were mainly responsible for the rise in plant and 
machinery. 


The Times observes that the investment figures do 
not suggest a stagnating economy, although the indus- 
trial production index has been virtually stationary 
since April. The December issue of the Treasury’s 
Bulletin for Industry gives details of progress being 
made in different trades. But it also draws attention to 
the pressure for higher wages and to the tendency for 
weekly earnings to rise faster than wage rates. The 
Times remarks that the impact on prices may be greater 
because pay claims are following closely on the last 
round of wage increases, while output in some trades is 
no longer rising so fast as formerly. 


Sources: The Times and The Financial Times, Lon- 


don, England, December 16, 1960. 


Workers’ Pension Scheme in Norway 


The Norwegian Employers’ Federation and Norway's 
Trades Union Council have agreed on a pension scheme 
for all workers covered by wage agreements between the 
two organizations, i.e., about 240,000 workers at pres- 
ent. The scheme will be effective from January 1, 1962, 
with premium payments and pensions to widows start- 


ing at that date. Old age pensions will be paid from 
January 1, 1964. 


Under the agreement, old age pensions over and 
above the government old age pensions will be paid to 
workers who are more than 70 years of age. After 
40 years of membership in the scheme, a full pension, 
which has been fixed at NKr 2,400 (US$336) a year, 
will be paid. For shorter membership periods, pensions 
are to be smaller. During a transitional period, the 


membership period required for payment of a full pen- 
sion will be reduced for workers who are over 45 years 
of age when they join the scheme. Provision is made 
for pensions to widows and for children’s allowances, 
etc. The premium will be NKr 4.50 a week, of which 
the employer is to pay two thirds and the worker one 
third. The scheme is to be revised after five years. 


Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, December 15, 1960. 


Monetary Developments in Finland 


The Governor of the Bank of Finland, Dr. Klaus 
Waris, reviewing economic developments in 1960, 
stressed that Finland’s economic resources had been 
fully mobilized. To some extent they were overstrained; 
a clear indication was the increase in imports, which 
could not be covered by the increased revenue from 
exports. This development threatened both domestic 
economic stability and the foreign exchange reserves. 
It could hardly have emerged without a sharp increase 
in the volume of credit, which the rather satisfactory 
increase in deposits had not been large enough to cover; 
the banks had continuously utilized opportunities for 
rediscounting, proving again that when the money 
market was relatively easy their credit policy did not 
always conform to what they had earlier agreed upon. 
Mr. Waris said that it would have been advantageous 
to have been able to impose legal cash reserve require- 
ments. The lack of this device could not be compen- 
sated for by merely increasing, however severely, the 
charge for rediscounts; for the pressure of such penalty 
rates would obviously not be felt until rediscounts had 
attained sizable proportions. 


The Bank of Finland had found it advisable to try 
to limit rediscounting, first by reducing the amount 
which a bank might rediscount without having to pay a 
penalty and later by increasing the progressive penalty 
rates for rediscounts (see this News Survey, Vol. XII, 
p. 487). The effects of these measures had become 
apparent in the third quarter of 1960, when bank credit 
diminished, resulting in a slowing down of imports. 
At the end of 1960 the gold and net foreign exchange 
reserves totaled Fmk 64.5 billion (US$202 million), 
or Fmk 6.4 billion less than a year earlier. 


Sources: Hufvudstadsbladet, January 4, 1961, and 
Bank of Finland, Monthly Bulletin, January 


1961, Helsinki, Finland. 


Danish Loan in the United States 


A 6% per cent 12-year loan for $10 million has Jeen 
placed with U.S. insurance companies by the Copen- 
hagen Telephone Company. The proceeds of the loan, 
half of which will be transferred on February 1 and 
the other half in the first week of April 1961, will be 
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used to finance construction expenditures, mainly in 
connection with the extraordinary rise in new subscrib- 
ers and the continued automatization of the system. 


Source: Bérsen, Copenhagen, Denmark, December 16, 


1960 


The German Economy in 1960 


In its latest monthly report, the Ministry for Economic 
Affairs says that, at the end of 1960, the Federal Repub- 
lic of Germany can look back on an unusually successful 
year. The business upswing which began in 1959 
strengthened during the year and, under the pressure of 
both domestic and foreign demand, all available 
resources were mobilized, capacity was expanded, and 
considerable progress was made in the rationalization of 
production. As a result, the gross national product 
(GNP) rose by about 11 per cent (to DM 274 billion) 
at current prices and by 8 per cent in real terms. Since 
the currency reform of 1948, this rate of growth has 
been surpassed only in 1951 and 1955. 


The strong expansion of the gross national product is 
the more remarkable since, at the beginning of 1960, it 
appeared that all reserves of labor had been exhausted. 
Contrary to expectations, however, unemployment was 
reduced by about half, to a record low average of 
240,000 (about | per cent). Increased mobility of labor 
and large investments resulted in an estimated rise of 
5¥%2 per cent in productivity. 

The index of industrial production rose by about 
11 per cent, to 276 (1936 = 100), the highest rate of 
growth since 1955. The production of the previous year 
was surpassed in all branches of industry with the 
exception of a few which faced special structural diffi- 
culties. Domestic output was supplemented by sharply 
increased imports, which rose by about 20 per cent, to 
DM 42.5 billion; this rate of growth was nearly double 
that of GNP. Exports rose by about 16 per cent, to 
DM 47.5 billion, leaving a trade surplus of DM 5 bil- 
lion, compared with DM 5.4 billion in 1959. 


The growth in demand, stemming mainly from invest- 
ment, again surpassed the growth in supply; it increased 
by roughly 17 per cent in 1960, again taking an 
increased share of the GNP. The severe shortage of 
labor, which forced industry to undertake greater ration- 
alization, was responsible for an especially large increase 
in investment in machinery. 

Unlike previous years, when it tended to act as a 
stabilizer, private consumption in 1960 gave an addi- 
tional stimulus to the economy, accelerating in particular 
after the middle of 1960 and rising for the year as a 
whole by 10 per cent. The main cause was an increase 
(of 12 per cent) in wages and salaries; transfer pay- 
ments also rose considerably. Despite the progressive 
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income tax, disposable private income rose by about 
9 per cent. Real private per capita consumption is 
estimated to have risen by 6% per cent. 

The disequilibrium between supply and demand 
caused an upward movement of prices, which rising 
imports and falling agricultural prices were not large 
enough to prevent; the annual average cost of living 
rose by 2 per cent. 


The Ministry for Economic Affairs remarks that, 
after two years of continuous expansion, the German 
economy shows few signs of slowing down. Industrial 
orders have tended recently to slacken off, apparently 
owing mainly to influences from the world market, but 
the economy is still receiving considerable stimulus from 
domestic expansionary forces, particularly from invest- 
ment. The shortage of labor, which is expected to 
continue for a long time, will result in continuously 
increasing wages and salaries and promote further labor- 
saving investments. As public transfer payments are also 
rising, the prospects for a continuing growth of private 
consumption appear favorable. Public consumption is 
also expected to continue its rising tendency. No further 
expansionary impulses are expected from abroad, espe- 
cially in view of the economic situation in the United 
States and the probably diminishing expansion of the 
European economies generally. However, the domestic 
situation will not be affected by these foreign factors for 
a long time, since export orders have been increasing up 
to the present. It can therefore be expected that pro- 
ductive resources will continue to be overstrained in the 
future. The elasticity of supply of labor will lessen 
because of the reduced possibilities of recruitment. 
Moreover, it is doubtful whether it will be possible to 
increase productivity again as much as was done in 1960. 
Even if supply increases more and demand less than is 
at present expected, it will take some time before the 
excess demand disappears. 

Source: Der Bundesminister fiir Wirtschaft, Tages- 


Nachrichten, Bonn, Germany, December 29, 
1960. 


French Gold and Foreign Exchange Reserves 


French central holdings of gold and foreign exchange, 
which had increased by $670 million in 1959, rose by a 
further $350 million in 1960, to $2,070 million at the 
end of 1960. The rise during 1960 would have been 
larger if France had not repaid foreign debts totaling 
NF 2,589.5 million (about $525 million), some of them 
before they were actually due. In 1960, France repur- 
chased from the International Monetary Fund $181 mil- 
lion; together with a Brazilian drawing of French francs 
from the Fund equivalent to $5 million, this repurchase 
had the effect of reducing the Fund’s holdings of francs 
to 74 per cent of the French quota (see this News 
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Survey, Vol. XII, p. 561). France also paid the last 
installment on a loan received from the United Kingdom 
in 1945, and repaid $24 million to the Export-Import 
Bank of Washington (see this News Survey, Vol. XII, 
p. 423) and the remaining $90 million of the special 
$150 million EPU credit granted in January 1958. 


Sources: Le Monde, Paris, France, September 16 and 
December 10, 1960, and January 1, 2, and 
7, 1961. 


Credit Restrictions in France 


Beginning on January 31, 1961, commercial banks 
in France will be required to hold a minimum of 
20 per cent of their deposit liabilities in short-term 
Treasury paper. The reduction of this ratio from 25 per 
cent has been made possible by the substantial improve- 
ment in the cash position of the Treasury. 


The banks will simultaneously be required to hold a 
minimum of 30 per cent of their deposits in the form of 
cash, Treasury bills, and medium-term paper. On the 
assumption that their Treasury bill holdings are reduced 
to 20 per cent and their cash holdings, as at present, 
amount to about 4 per cent, they will thus have to hold 
some 6 per cent of deposits in medium-term paper, 
which will not be rediscountable. The announcement 
that such a new restriction might be introduced had 
already been made on October 6, 1960 (see this News 
Survey, Vol. XII, p. 539). 


Sources: Conseil National du Crédit, Press Release, 
December 22, 1960, and Le Monde, Decem- 
ber 23, 1960, Paris, France. 


Monetary Control in Spain 


The Spanish Government has announced its intention 
to control the volume of bank credit to the private sector 
by requiring the commercial banks to make special 
deposits with the Bank of Spain. This system will replace 
the credit ceilings which were established under the 
stabilization program of July 1959 (see this News 
Survey, Vol. XII, pp. 601-02). 

By a Decree of December 5, 1960 the Minister of 
Finance is authorized, after consultation with the Bank 
of Spain, to require private banks operating in Spain 
to deposit with the Bank of Spain, in cash or free 
government securities, an amount of up to 10 per cent 
of their deposit accounts, whenever economic policy 
should make this advisable. 


Sources: Boletin Oficial del Estado, December 19, 1960, 
and Spanish Economic News Service, Decem- 
ber 29, 1960, Madrid, Spain. 


Yugoslav-Polish Trade Agreement 


Yugoslavia and Poland have signed a five-year trade 
agreement providing for an exchange of goods to the 


value of $160 million each way. Yugoslavia will deliver 
machinery, equipment, metals, chemicals, leather prod- 
ucts, and foodstuffs, in exchange for Polish machinery, 
coke, rolling-mill products, electrical articles, and con- 
sumer goods. 


Source: Die Presse, Vienna, Austria, December 7, 


1960. 


Payment Under Polish-U.S. Claims Agreement 


The Claims Agreement concluded on July 16, 1960 
between the Polish People’s Republic and the United 
States provides for a payment of US$40 million by 
Poland. On January 10 the Polish Government paid a 
first installment of US$2 million to the United States. 


Source: Embassy of Poland, Press Release, Washington, 
D.C., January 10, 1961. 


Middle East and Africa 


Israel's Budget and Economic Expansion 


The Government of Israel submitted to the Parliament 
on January 3 the state budget for the fiscal year 1961-62 
(ending March 31, 1962), providing for total receipts 
and expenditures of I1£1,869 million, compared with 
1£1,689 million estimated for the current fiscal year 
(see this News Survey, Vol. XII, p. 417). 


The Government expects to obtain the increase in 
tax revenue mainly from taxes at existing rates on higher 
income and consumption. Tax increases introduced are 
therefore moderate. Higher excise taxes have been 
imposed immediately on cigarettes, alcoholic beverages, 
and gasoline, and higher purchase taxes on a variety of 
articles of daily consumption. Increases in the property 
tax, in stamp duties, and in customs duties, including 
mainly a newly imposed 20 per cent customs duty on 
all imported industrial and agricultural equipment, are 
to take effect on April 1. On the expenditure side, the 
ordinary budget includes defense expenditures of 
1£300 million, only a slight increase over the 1960-61 
estimate of [£294 million. Larger increases in ordinary 
expenditures are provided for education (from I£110 mil- 
lion to [£133 million), export subsidies (from I1£90 mil- 
lion to [£140 million), and subsidies for capital imports 
(from [£18 million to [£30 million). 


In the development budget, larger receipts are 
expected from the counterpart funds of foreign loans 
(including World Bank loans) and smaller receipts from 
domestic loans. Investment expenditures from the devel- 
opment budget for agriculture, industry, and electric 
power show a decrease, while expenditures for the 
Jordan water project, for housing, and for transpor- 
tation (including purchases of ships and aircraft and the 
construction of shipyards) are to be increased. 
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The Finance Minister, in his budget speech, and the 
Director of the Research Department of the Bank of 
Israel, at a press conference, have reviewed develop- 
ments in the Israel economy in 1960. The gross national 
product rose by 8-9 per cent in real terms, compared 
with 12 per cent in 1959. The largest increases were 
recorded in industrial production (13-14 per cent) and 
in transportation and services (9-10 per cent). The rate 
of increase in agricultural production, on the other hand, 
slowed down to 3-4 per cent, mainly as a result of the 
drought, and there was no increase in construction, as 
the scope of public building was reduced. Most of the 
additional output in 1960 was used for consumption: 
private consumption rose by approximately 9 per cent 
(per capita, 6 per cent). There was no real increase 
in gross investment, but a change in its composition: 
investment in industry and shipping rose, while invest- 
ment in construction and agriculture declined. Employ- 
ment rose by 3.5 to 4 per cent, and the increase in 
labor productivity (by 5 per cent) was about as great 
as in previous years. Prices are estimated to have risen 
by 3 per cent and nominal wages by 5 per cent. 


Exports expanded rapidly during the year—by 25 per 
cent in volume and 20 per cent in value. Exports of 
goods and services rose by $60 million and imports 
by $65 million. Consequently the deficit remained, as 
in 1959, at some $300 million. The Finance Minister 
stated that this deficit was cause for concern, even 
though a good part of the increase in imports in 1960 
had taken the form of ships and aircraft, rather than of 
imports for current consumption. Net foreign exchange 
reserves increased by about $50 million in 1960, owing 
to a high level of capital inflow (some $350 million). 


In 1961-62, agricultural production and building con- 
struction are expected to increase at a higher rate than 
in 1960, thus raising the gross national product (in real 
terms) by 9-10 per cent. Investment will probably rise 
by 10 per cent, mainly in transportation (ships and 
aircraft), housing, industry, and irrigation. Private con- 
sumption is likely to rise at about the same rate per 
capita as in 1960, if no improvement occurs in the rate 
of saving. Public consumption is expected to slow down. 
Further improvement is anticipated in employment and 
in labor productivity; as the economy is approaching full 
employment, a certain shortage of skilled labor may 
arise. Prices will probably increase by 3-4 per cent and 
wages by 5-6 per cent. Exports are expected to rise 
by 17 per cent, mainly in industrial products, but to be 
matched by an increase in imports, particularly imports 
of ships and aircraft. The deficit on goods and services 
account is, therefore, expected again to amount to 
about $300 million; but it should be exceeded by the 


capital inflow, thus 
exchange reserves. 


increasing further the foreign 
Sources: The Jerusalem Post, January 4, 1961, and 


Bank of Israel, Press Release, January 4, 
1961, Jerusalem, Israel. 


Banks and Currencies in the Congo and Ruanda-Urundi 

Since the Belgian Congo became an independent 
country on June 30, 1960, the Congo franc has remained 
legal tender and the Banque Centrale du Congo Belge et 
du Ruanda-Urundi has continued operations in both the 
Republic of the Congo and Ruanda-Urundi. Belgian 
and Congolese officials agreed, during negotiations held 
under the auspices of the United Nations in Geneva in 
August 1960, to liquidate this bank and to establish two 
separate banks of issue, one for Ruanda-Urundi and 
the other for the Republic of the Congo. It was also 
agreed that the assets and liabilities of the former 
Central Bank would be divided on the basis of its 
accounts for August 31, 1960; that Ruanda-Urundi 
would assume responsibility for approximately 20 per 
cent of the currency issued by the Central Bank and 
would receive approximately the same proportion of its 
net assets; and that the remaining assets and liabilities 
would be transferred to the Republic of the Congo. 

In August, the Belgian Government announced the 
formation of the Bank of Issue of Rwanda and Burundi, 
which commenced operations on September 22, 1960. 
On the same day, the territory was given a new monetary 
unit, the Rwanda and Burundi franc (RBF), inde- 
pendent of the Congo franc and at par with the Belgian 
franc. The new banknotes, which were exchanged for 
the old ones during the period September 22-October 10, 
are backed by the exchange reserves of the Bank of 
Issue of Rwanda and Burundi. The initial capital of the 
new bank was set at RBF 30 million. 

In the Republic of the Congo, a Decree of October 3, 
1960 created a Monetary Board to ensure the execution 
of monetary policies in the period between the beginning 
of the liquidation of the old Central Bank and the 
establishment of a new bank of issue. The Monetary 
Board, composed of Congolese and foreign experts, 
was to submit to the Government of the Republic of 
the Congo within three months recommendations for 
the creation of a national bank and draft charters for 
this bank, the principles of the monetary policy to be 
pursued by the country, and the organization of the 
banking system. 

The authorities of the Province of Katanga announced 
in July 1960 that they would create their own monetary 
system, with a bank of issue separate from that of the 
Congo. On August 2, the Katanga House of Repre- 
sentatives decided to establish the Katanga National 
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Bank. The creation of a new currency, the Katanga 
franc (KF), to be issued at par with the Belgian franc, 
was announced in late December, and new banknotes 
totaling KF 2.5 billion (US$50 million) began to be 
exchanged for Congo francs on January 8, 1961. 
Reserves amounting to at least one third of the new 
currency will be provided by foreign exchange held 
either directly by the Katanga Government or by private 
companies. The initial capital of the bank was fixed 
at KF 100 million. 


Sources: La Libre Belgique, August 3, 17, and 19, 
1960, and Office Belge du Commerce Extéri- 
eur, Informations Commerciales, October 5, 
1960, Brussels, Belgium; Republic of the 
Congo, Decree-Law of October 3, 1960 on 
the Establishment of a Monetary Board, 
Leopoldville, Republic of the Congo; The 
Times, London, England, November 18, 1960; 
The Wall Street Journal and The Journal of 
Commerce, New York, N.Y., January 9, 
1961. 


Import Duties in Nigeria 


The Federal Government of Nigeria has announced a 
number of increases in import duties and excises, as 
well as the introduction of new import duties. The 
Minister of Finance, Chief Festus, told the House of 
Representatives that the new regulations are designed to 
raise sums for capital development by a form of com- 
pulsory saving, to counter Nigeria’s adverse trade bal- 
ance, and to protect certain new or projectea domestic 
industries. These will include the manufacture of cement 
(a new £4.5 million plant with an annual capacity of 
200,000 tons was opened in December), sugar, singlets, 
and footwear, and the assembly of vehicles and cycles. 


For some years after 1945 Nigeria restricted the 
import of consumer goods, but by 1959 these restric- 
tions had been virtually lifted. Expenditure on imports 
has been rising and has exceeded exports; the adverse 
trade balance was £30 million in 1958, £20 million in 
1959, and £10 million in the first half of 1960. 


Commenting on the fiscal measures now taken, West 
Africa remarks that Nigeria is certainly not saving 
enough; indeed, the surpluses accumulated by the mar- 
keting boards have to some extent been disbursed to 
farmers as subsidies for prices paid for their produce. 
The present reliance on private investment from over- 
seas and various forms of international aid might later 
be regretted. There is over-expenditure in the Govern- 
ment, in statutory bodies, and in the private sector. The 
measures now introduced are therefore only a beginning. 


Source: West Africa, London, England, December 17, 
1960. 


Far East and Australasia 


Thailand's Rice Exports 


Thailand’s rice exports in the first ten months of 1960 
were 1,012 million metric tons, about 15 per cent higher 
than in the comparable period of 1959. Shipments to 
Ceylon, Indonesia, and Pakistan increased substantially, 
but less was exported to other markets. Of the total 
exports, Malaya and Singapore accounted for 35 per 
cent; Hong Kong, 15 per cent; Indonesia, 13 per cent; 
Japan, 6 per cent; and Pakistan, 5 per cent. 
Source: Department of Agriculture, Foreign Crops and 

Markets, Washington, D.C., December 19, 
1960. 


Cambodia's Domestic Product 


Cambodia’s gross domestic product during 1959 
amounted to 16,620 million riels. The increase of 
6 per cent over 1958 was due entirely to trade and 
other services, which contributed 39 per cent of the 
total. Agriculture, forestry, cattle breeding, and fisheries 
produced 36 per cent of the total; expenditures of 
the public sector, 13 per cent; and industrial activity, 
construction, and mines, 12 per cent. 


Source: Ministére du Plan, Direction de la Statistique 
et des Etudes Economiques, Bulletin Mensuel 
de Statistique, Phndm-Penh, Cambodia, July- 
August 1960. 


The Australian Economy 


Gold and overseas balances held by the Reserve Bank 
of Australia declined by £A 140 million during 1960, 
to £A 322 million at the end of the year. Commenting 
on this decline, the Minister for Trade, Mr. McEwan, 
said that the recent trends in Australia’s overseas trade 
did not constitute a threat to the current rate of devel- 
opment in Australia. It would be some time before the 
full effect of the restraining measures introduced in 
November 1960 (see this News Survey, Vol. XII, 
p. 593) would be felt, but he was confident that the 
policies of restraint would succeed, and that the measures 
being considered to stimulate exports (see this News 
Survey, Vol. XIII, p. 7) would significantly increase 
sales abroad. Wool prices continued low. In the five 
months to November 1960 the average price was 16 per 
cent below the corresponding period of 1959; further 
instability in the market was evident during December, 
when sales opened firm but weakened toward the close 
of the year. At the same time, Mr. McEwan said, the 
export outlook had some promising aspects, and in 
particular the strong wheat market was encouraging. 


The Financial Times reports that recently there have 
been signs that the economy is beginning to respond to 
the official policy of restraint. Following a period of con- 
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tinuous tightening in the labor market, the number 
registered as seeking employment in November 1960 
increased. When account is taken of special factors the 
change was slight, but it may mark the beginning of a 
new trend. Expenditure continues at high levels, but the 
outlook for hire-purchase lending and spending by con- 
sumers on durable goods is changing rapidly because of 
the pressure on liquidity. Public confidence has been 
affected, militating against the success of recent flota- 


tions by public companies, some of which have been 
undersubscribed. 


[he Chairman of the Australia and New Zealand 
Bank, a large private bank, said in his recent Annual 
Report that the rising tempo of business activity in 
Australia, which became evident a year earlier, was 
even more noticeable during the greater part of 1960. 
Official policy during most of the year was designed to 
prevent this activity from threatening the economic 
stability of the country. Buoyant export proceeds in 
the 12 months to June 1960, a high rate of capital 
inflow from overseas, substantial rises in wage rates 
in 1959, and the continuing rapid expansion of the 
population and of national development combined to 
strain the available supplies of goods and services. The 
further expansion of the flow of funds through nonbank 
financial institutions added to the inflationary pressures. 


The growth of spending power in the home market 
and continued rises in costs and prices had led the 
1960 the virtual 
removal of import restrictions (see this News Survey, 
Vol. XII, p. 276). The object had been to expand the 
flow of goods on the Australian market and, at the 
same time, to confront 


authorities to announce in February 


local manufacturers with a 
greater element of competition in prices. The Chairman 
said that the upward trend in wages and prices in 
Australia in recent years, and particularly the increases 
in wages in 1959, had had a disturbing influence. Indus- 
trial costs had risen sharply, and it was becoming 
increasingly urgent to contain price and Cost increases if 
Australian industries were to continue to sell their 
products profitably at current world market prices. 

The rise in the general ievel of business activity and 
particularly the increase in imports during 1960 made 
heavy demands on the trading banks for increased 
overdrafts. The Reserve Bank retained a relatively high 
proportion of banks’ assets in statutory reserve deposits 
sO as to maintain a tight credit policy, thus helping to 
reduce the inflationary pressure. The Chairman observed 
that institutions outside federal control had tended to 
transact an increasing proportion of financial business, 
at the expense of the trading banks. 

The Australian budget for the fiscal year ending 
June 1961 provides for some increases in personal and 
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company tax (see this News Survey, Vol. XII, p. 482). 
The planned budget surplus (£A 15% million) aims at 
applying a degree of deflationary pressure to support 
the tight credit policy of the banking structure. 

Sources: The Financial Times, London, England, De- 
cember 16, 1960 and January 4 and 10, 1961; 
National Bank of Australasia, Wool Letter, 
Melbourne, Australia, December 23, *960; 
Australian News and 
Australian Daily 
January 9, 1961. 


Information Bureau, 
New York, N.Y.., 


News, 


Western Hemisphere 


Gold Holdings of U.S. Citizens Abroad 


An Executive Order issued by the President of the 
United States on January 14, 1961 prohibits the pur- 
chase and holding of gold outside the United States by 
U.S. private citizens and U.S.-owned corporations. 
Present holdings of gold or securities representing gold 


on deposit must be sold by June 1, 1961. 


The Order amended an Executive Order of August 28, 
1933, under which U.S. citizens were forbidden to hold 
gold in the United States. It was issued under the 
Trading With the Enemy Act of 1917, as amended, and 
the Gold Reserve Act of 1934. Willful violation of the 
Order can result in fines up to $10,000 or imprisonment 
up to ten years, or both. The civil penalty under the 
Gold Reserve Act amounts to twice the value of the gold. 


Source: The Journal of Commerce, New York, N.Y., 
January 16, 1961. 


Corrigendum 


Vol. XIII, No. 1, January 13, 1961, page 6, item 
“Japan’s Ten-Year Plan”: In the last sentence of the 
second paragraph, the figure for gross national product 
in 1970 should read “¥ 26,000 billion.” 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
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